Memorandum

Subjoct Date

Performance-Based Service Contracting LU 1 e

To

el Il

Bureau Procurement Chiefs éb*n.a. Myers
Assistant Director
Procurement Policy and Review Group
Management and Planming Staff

The Acting Administrator, Office of Federal Procurement Policy
(OFPP), sent a memorandum to agency procurement executives
apprising them that one objective in the Fiscal Year 1999 Budget
is acquisition reform. The primary performance measure for
acquisition reform is the agencies commitment to convert
contracts to PBSC. The Director, Office of Management and Budget
(OMB) , will track the PBSC conversion initiative on a monthly
basis. The reporting structure assigns OFPP lead responsibility
with primary reliance on the Resource Management Organizations
(RMOs, OMB‘s budget organizations) to monitor the progress of
their respective agencies.

The Department will now have to provide quarterly progress
reports on our PBSC conversion activities to the RMOs just like
we 3o for past performance status reports. RMOs will work with
us to identify ard request selected converted contracts for
review against the PBSC Solicitation/Contract/Task Order Review
Checklist to ensure they meet PBSC requirements (Attachment 1).

In addition to the numbers and associated dollars of contracts
converted to PBSC, contract measurement criteria also will be
required to effectively assess PBSC performance and become part
of the quarterly reports. OFPP proposes the criteria used in the
PBSC pilot project --contract price and customer satisfaction
with contractor performance (quality, quantity, timeliness, cost

effectiveness, and overall). A Contract Measurement Data Sheet
(Attachment 2} is to be coupleted on both the previous contract
and on the new PBSC contract. The information on these sheets

will be used to develop the statistics for cost savings, number
of contracts converted from cost to fixed price, and the tine
needed to award comparisons under PBSC. The next to the last
item on the first page of the Contract Measurement Data Sheet
regarding the calendar days needed to award the contract, is left
to agency definition. We will define this as the number of
calendar days from receipt of the complete procurement request in
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the procurement office to award of the contract. If a previous
contract for the services did not exist, begin using this
measurement data sheet upon completion of the current PBSC
contract. These Contract Measurement Data Sheets should be kept
in a PBSC file so. it is easy to report status updates. Do not
send these gheets to this offige. A blank tracking sheet
{Attachment 3) is provided for/your updates and a copy of last
years report is provided as Attachment 4.

Any comments you may have on your current PBSC efforts would be
appreciated. Please add any new PBSC contract conversion
opportunities to your list. The Procurement Executive has
previously advised you that you are only required to track those
PBSC efforts that meet all three PBSC elements on the tracking
sheet. Bureaus may txack other PBSC efforts as they feel .
appropriate.

Please submit your PBSC progress updates, to include a revised
tracking sheet, to this office by July 27, 1998. 1If you have any
questions regarding this PBSC progress update, please call Larry
Silvis on (202) 616-~3754.

Attachments



Attachment 1 -

Performance-Based Service Contracting
(FBSC)
Solicitation/Contract/Task Order Review Checldist

The following checklist is provided as a guide that may be used to aid in developing a-
performance-based solicitation, contract or task order, and to assist in determining whether an
existing solicitation, contract or task order may be appropriately classified as performance-based.
This checklist is not intended.to usurp contracting officer discretion or authority régarding how to
structure an acquisition. However, the more an acquisition departs from adherence to the
checklist, the less likely the agency will achievé/the benefits of improved contractor performance
and lower price that PBSC can provide.

This checklist contains minimum required elements that must be present for an acquisition
to be considered performance-based. To be effective, these el must be icated to
potential offerors in time to be considered when developing their proposals. It also contains
additional PBSC components important to ensuring the Government obtains the benefits of PBSC
and “other considerations™ that are not performance-based contracting methods per se but that
neveitheless so directly affect the success of PBSC that they are included.

This document is but one tool to assist in developing and assessing PBSC, and it is
purposefully not detailed or explanatory. For more fundamental discussions of PBSC, see:
Federal Acquisition Circular 97-1; Federal Acquisition Regulation Subpart 37.6; and OFPP's
Policy Letter 91-2, “Service Contracting” and “A Guide to Best Practices for Performance-Based
Service Contracting.” The lanter two publications are available from the Executive Office of the
President’s Office of Publications, 202-395-7332 and the Acquisition Reform Network,
WWW.arnet.gov.

Jinimum Mandatory P, equiremen
1. Performance requirements that define the work in measurable, mission-related terms.
2. Performance standards (i.e., quality, quantity, timeliness) tied to the performance
requirements.
3. A Government quality assurance (QA) plan that describes how the contractor’s

performance will be measured against the performance standards.

4. If the acquisition is either critical 1o agency mission accomplishment or requires
relatively large expenditures of funds, positive and-negative incentives tied to the
Government QA plan measurements.
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An historic workload analysis is performed, or the workload is estimated if historic data
is unavailable, to aid in determining the performance requirements and standards,
Government QA plan, and incentives.
The solicitation and contract/task ordér convey a logical, easily understood flow among
performance requirements, performance standards, Government QA, and performance
incentives.

Process-oriented requirements (e.g., job descriptions, education requirements, Jevel-of-
effort) and reports are eliminated to the maximum feasible extent.

Government QA performance evaluators assigned to assess contractor performance are
trained in PBSC. .

Commercial and/or industry-wide performance standards, where available, are relied
upon.

The marketplace and other stakeholders are provided the opportunity to comment
on-draft performance requirements and standards, the Government QA plan, and
performance incentives.

If the size of the requirement justifies the resource expenditures, potential offerors are
given the opportunity to learn more about the “as is” operation to facilitate their ability to
develop injelligent proposals.

The contract/task order is fixed price.

The contract/task order is completion type (vs. term type or level-of-effort).

Multi-year contracting authority is used where available.

Experience and Jessons leamed from predecessor acquisitions are used to convert
recurring requirements to PBSC.

ther Consideration

Past performance evaluations are based on the results of contract QA measurements and
incentives, and QA plans are consistent with past performance factors.

For recurring requirements that have been converied to PBSC, the efiects of conversion
are measured (¢.g., prce, performance)
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The contract/task order is awarded competitively.
Best value evaluation/selection methods are used to award the contract/task order.

Informal conflict resolution methods are utilized (e.g., allernative dispute resolution,
ombudsman, formal partnering agrccm;;:nts),

An umbrella-type contract that has demonstrated significant performance problems, cost
overruns, or has included an amount of work that is too great or diverse to be effectively
managed by either the Government or the contractor, is broken up into muitiple contracts.
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Attachment 2 ;7"

OFPP PERFORMANCE-BASED SERVICE CONTRACTING PROJECT

Project Measurement Data Sheet for Pledged Contract Requirements

Please subnit separate sheets for the outgoing contract and the
follow-on contract awarded pursuant to OFPP Policy Letter 91-2.
If an umbrella contract is broken up into multiple follow-on .
contracts, please submit separate sheets for all of the follow-on
contracts, clearly indicating the outgoing umbrella contract that
they stem from.

'
PART 1 -- Contract Information
Date:
Department or agency:
Name and address of agency contact:
Telephone no.:
FAX no.:
Brief description of contracted service:
Contract no.: (If this is a follow-on contract awarded pursuant
to OFPP Policy Letter 91-2, also provide outgoing contract no.}
Contract type:
(a-CPFF, CPAF, FFP, or FPI, etc.)
(b-term/level-of-effort or completion)
Total contract price, including options:
{a~at award)
{b—current)
Contractor business size: (small of large)
Total length of contract: (no. months)
No. of offerors/bidders:
Total no. of contract audits: (Break down by (a} pre-award
audits of offerors and subcontractors and {(b) cost incurred,

indirect cost rate and closeout audits of contractors and
subcontractors.)

No. calendar days needed to award contract: (Definition to be
determined, and consistently applied, by each agency.}

No. calendar days from solicitation issuance to award: (Do not
include draft solicitations in this calculation.)



Department or agency:
Contract no.:
PART 2 —- Customer Satisfaction Info::mation

If more than one person are considered customers for the purpose
of these ratings, please obtain’ individual ratings, then compute

and report the average score.
Performance Requirements
Substandard Meets Exceeds

Quality of services performed 1 2 3 4 5
Quantity of services performed 1 2 3 4 5
Timeliness of services performed 1 2 3 4 5
Cost effectiveness of services
performed 1 2 3 4 S
Overall rating 1 2 3 4 5
Comments: (If this is a follow-on cdntract awarded under

performance-based contracting methods, include (a} a comparison
to the predecessor contract,. and (b} if considered significant,
an estimate of the % increase/decrease in overall scope of work
from the predecessor contract.)



Attachpent 3
CONTRACT Current Data PBSC Conversion PBSC Elements
(Pescription) (Yes or No)
Contract Date of Price or (Expected) | (Expected) | (Expected) Performance | QAP/Contract | Incentives
Type Expiration | Cost Est. Datc ol Contract Price or Cost - | based SOW* | Admin. Plan (+1)
. Award Type Estimate

*Must contain performance requirements and standards
v




Attachment 4

CONTRACT Current Data PBSC Conversion PBSC Elements
(Description) (Yes or No)
Contract | Date of Price (Bxpected) | (Expected) | (Bxpected) I;erformance- QAP/Contract | Incentives
Type Expiration | or Cost.| Date of Contract | Price or based SOW* | Admin, Plan (/)
Est. Award Type Cost
Estimate
oS, Marsnals Service
(PP MS9T-ROJIE Towing, Storage Nov 97 IDIQ $3M/5yr Yes Yes Yes
¢ Disposel of Vehicles
(TP MS 97 ROCO9 Jail Services Nov 97 1DIQ $35M/5yr | Yes Yes L Yes
Srug Enforcement Administration ‘et 96 FFP $4,300 Yes - | Yes Yes
>EA-97.C-003 Janitorial Services Month
Tedera] Burzaw of Investigation FFP Apr 96 827,350 | May 96 FFP $1.8M Yes Yes Yes
2ijot} JFBI.96-056 Drug Testing z .
rison Indusires Oct 97 FFP $100M Yes Yes Yes
:eniture Program .
“cility Mansgement. Deco7 | FFP $600,000 | Yes Yes

*Must contain performance requitements and standards




CONTRACT Current Data | PBSC Conversion PBSC Elements '
(Description) (YesorNo) -
—[Contract Date of Price’ (Expected) | (Expected) ‘(Expected) Performance- | QAF/Contract | Incentives
Type Expiration | or Cost | Date of Contract | Price or based SOW* | Admin, Plan (+/)
Est. Award Type Cost
Estimate
graion znd Nawralizatdon
ce
< Stmvicss 1 Krome $PC R SLM | Yes Yes Yoo
& Serviess 21 3ztavie Dewention Jan 98 FFP ToBe Yes Yes Yes
Determined
ssiad Sepvizes D2l Ric Nov 97 FFP $120000 | Yes Yes Yes
s Servicas Ef Paso Nov 97 FFP ToBe Yes T Yes Yes
Determined
Qet 97 FFP $TM Yes Yes Yes
Sept 97 FFP $3.8M Yes Yes Yes
ra Services Tl Pase Sept 97 FFP $1.25M Yes Yes Yes
orial Services Chulavista | Oet97 FFP . $80,000 Yes Yes Yes
vice Technoiogy Alliance Apr 98 CPAF or ToBe. Yes Yes Yes
ourees FFP Determined
sau of Prisons Operaton of Federal Jun 7 FEPW\AF | 10 Yr, Yes Yes Yes
an Tafy, California $300M




CONTRACT rCux"rent Data PBSC Conversion PBSC Elements
(Dzseription) (Yes or No),
Contract | Date of TPche (Expected) | (Expected) (Expected) Performagce- *QAP/Coritract | Incentives
Type Expiration | or Cost | Date of Contract | Price or based SOW* | Admin, Plan (1)
Est. Avard Type Cost
Estimate !
B tice-Procuzement r J
S039.880T Servaces (ITS5:2000) DIQ 901 $125M Yes Yes Yes ‘
2C-0% Case Menagemen Services IDIQ 9/01 SUM Yes Yes Yes
o ement Services Require 9101 527M Yes Yes Yes
- 2 Services Require 3402 $90M Yes Yes Yes
‘on Suppon Serviees DIQ 12/01 $270M Yes * =, Yes Yes
Assurance Services TiDlQ 12/01 $10M Yes Yes Yes
cunis Mainienance Services DIQ 1101 $4M “Yes Yes Yes J
33037 acmimsdative Suppon Services | [DIQ 5/02 $10M Yes Yes Yes —T
| r
L *Must contain performance requirements and standards l .




